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 ta b lE  19 - 4   Annual Fire Insurance Premiums (per $100 of Face Value)

Structural Classification

Area 
Rating

A B C D

Building Contents Building Contents Building Contents Building Contents

1 $.21 $.24 $.32 $ .37 $ .38 $ .42 $ .44 $ .48

2 .38 .42 .39 .48 .43 .51 .57 .69

3 .44 .51 .55 .66 .69 .77 .76 .85

4 .59 .68 .76 .83 .87 1.04 .98 1.27

5 .64 .73 .92 1.09 1.08 1.13 1.39 1.43

building of the same value with wood frame construction located in a rural area 12 miles 
from the nearest fire-fighting equipment. Or for that matter, a warehouse filled with explosive 
chemicals would cost more to insure than the same warehouse filled with Coca-Cola.

Table 19-4 illustrates typical annual fire insurance premiums. Note that the rates are per 
$100 of insurance coverage. The building and contents are listed separately and divided by 
the structural class of the building and the location (area rating).

StepS  To CAlCulATe TypICAl FIre InsurAnCe preMIuMs

STEP 1. From Table 19-4, locate the appropriate rate based on structural class and 
area rating for both the building and the contents.

STEP 2. Calculate the number of $100 of insurance coverage desired for both the build-
ing and the contents by dividing the amount of coverage for each by $100.

STEP 3. Multiply the number of $100 for both the building and contents by the rates 
from Step 1 to find the annual premium for each.

STEP 4. Add the annual premiums for the building and the contents to find the total 
annual premium.

Total annual fire premium = Building premium + Contents premium

ExamplE4 CalCulaTINg FIrE  
INSuraNCE PrEmIumS

What is the total annual fire insurance premium on a building valued at $200,000 with 
structural classification B and area rating 4 and contents valued at $40,000?

S o l u t i o n S t r a t e g y

step 1. From Table 19-4, we find the following rates for structural class B and area rating 4:

Building—$.76 per $100 of coverage

Contents—$.83 per $100 of coverage

step 2. Number of $100 of coverage:

Building =
Amount of coverage

$100
=

200,000

100
= 2,000

Contents =
Amount of coverage

$100
=

40,000

100
= 400

Before the concept of insurance 
was invented, people were helped 
by their neighbors and friends 
when fire or other peril caused 
damage to their property.

There was an unwritten code 
that when someone incurred 
a loss, such as a house or barn 
burning down, the people of the 
town would volunteer their time 
and donate materials to help 
rebuild the property and defray 
the cost.

This concept is similar to 
insurance as we know it today—
the many, each helping a little, to 
aid the few who need it.
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